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Dear Judge Braswell: 

 

Enclosed please find an original and two copies of the testimony of Andrea Crane being filed on 
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referenced matter.  Copies of the testimony are being provided to all parties by electronic mail and hand 
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I.  STATEMENT OF QUALIFICATIONS 1 

Q.   Please state your name and business address. 2 

A.   My name is Andrea C. Crane and my business address is 199 Ethan Allen Highway, 2nd 3 

Floor, Ridgefield, CT 06877. (Mailing address: PO Box 810, Georgetown, Connecticut 4 

06829). 5 

 6 

Q.   By whom are you employed and in what capacity? 7 

A.    I am Vice President of The Columbia Group, Inc., a financial consulting firm that 8 

specializes in utility regulation.  In this capacity, I analyze rate filings, prepare expert 9 

testimony, and undertake various studies relating to utility rates and regulatory policy.  I 10 

have held several positions of increasing responsibility since I joined The Columbia 11 

Group, Inc. in January 1989. 12 

 13 

Q.   Please summarize your professional experience in the utility industry. 14 

A.   Prior to my association with The Columbia Group, Inc., I held the position of Economic 15 

Policy and Analysis Staff Manager for GTE Service Corporation, from December 1987 16 

to January 1989.  From June 1982 to September 1987, I was employed by various Bell 17 

Atlantic (now Verizon) subsidiaries.  While at Bell Atlantic, I held assignments in the 18 

Product Management, Treasury, and Regulatory Departments. 19 

 20 

Q.   Have you previously testified in regulatory proceedings? 21 
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A. Yes, since joining The Columbia Group, Inc., I have testified in over 250 1 

regulatory proceedings in the states of Arizona, Arkansas, Connecticut, Delaware, 2 

Hawaii, Kansas, Kentucky, Maryland, New Jersey, New Mexico, New York, 3 

Oklahoma, Pennsylvania, Rhode Island, South Carolina, Vermont, West Virginia 4 

and the District of Columbia.  These proceedings involved gas, electric, water, 5 

wastewater, telephone, solid waste, cable television, and navigation utilities.  A 6 

list of dockets in which I have filed testimony is included in Appendix A. 7 

 8 

Q.   What is your educational background? 9 

A.   I received a Masters degree in Business Administration, with a concentration in 10 

Finance, from Temple University in Philadelphia, Pennsylvania.  My 11 

undergraduate degree is a B.A. in Chemistry from Temple University. 12 

 13 

II.   PURPOSE OF TESTIMONY 14 

Q.   What is the purpose of your testimony? 15 

A.    On or about May 7, 2007, Public Service Electric and Gas Company (“PSE&G” 16 

or “Company”) filed a Motion with the New Jersey Board of Public Utilities 17 

(“BPU” or “Board”) requesting approval of changes to its Societal Benefits 18 

Charges (“SBC”) for electric and gas services.  The Company’s filing was 19 

subsequently updated on October 17, 2007. 20 

The Columbia Group, Inc. was engaged by The State of New Jersey, 21 

Department of the Public Advocate, Division of Rate Counsel (“Rate Counsel”) to 22 
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review the Company’s filing and to provide recommendations to the BPU with 1 

regard to the proposed rates. 2 

 3 

III.   SUMMARY OF CONCLUSIONS 4 

Q.   Please summarize your conclusions and recommendations. 5 

A.   Based on my analysis of the Company’s filing and other documentation in this 6 

case, my conclusions are as follows: 7 

1. The Company’s request, as updated, to reset its electric Non-Utility 8 

Generation Charge (“NGC”) to 0.2317 cents per kwh should be approved. 9 

2. The Company should not earn interest on any NGC under-recoveries that 10 

may occur, since PSE&G has not complied with the BPU requirement to 11 

continue to attempt to mitigate its contracts with Non-Utility Generators 12 

(“NUGs”) and to report annually on its efforts. 13 

3. The Company’s request, as updated, to reset its electric Social Programs 14 

Charge to 0.1198 cents per kwh should be approved. 15 

4. The Company’s request, as updated, to reset its electric Energy Efficiency 16 

and Renewable Energy (“EE&RE”) Charge to 0.2936 cents per kwh 17 

should be denied.   18 

4. The BPU should reduce the Company’s electric EE&RE claim by 19 

$133,809, plus applicable interest, to eliminate amounts relating to lost 20 

revenues incurred prior to June 1, 2006. 21 

5. The Company’s request, as updated, to reset its gas Energy Efficiency and 22 

Renewable Energy (“EE&RE”) Charge to 0.2936 cents per therm should 23 
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be denied.   1 

6. The BPU should reduce the Company’s gas EE&RE claim by $1,441,708, 2 

plus applicable interest, to eliminate amounts relating to lost revenues 3 

prior to June 1, 2006.  In addition, the BPU should eliminate the remaining 4 

$178,258, plus applicable interest, of the Company’s claim for lost gas 5 

revenues, as the Company has not shown that the $178,258 relates to lost 6 

revenues incurred subsequent to June 1, 2006.   7 

7. All estimates for periods subsequent to August 31, 2007 should be updated 8 

with actual results in the Company’s next SBC filing. 9 

8. The Company’s electric SBC should be adjusted, as necessary, to reflect 10 

the Board’s forthcoming decision in the currently pending MTC over-11 

recovery review proceeding, i.e., the Phase II audit of PSE&G’s deferred 12 

balances in BPU Docket Nos. EX02060363 and EA02060366.  The 13 

Company’s deferred balances should be calculated according to the 14 

Board’s decision in that proceeding.  It is likely that any adjustment will 15 

not be known until the Company’s next SBC filing and therefore any 16 

adjustment resulting from BPU Docket Nos. EX02060363 and 17 

EA02060366 should be reflected in that case. 18 
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IV. DISCUSSION OF THE ISSUES 1 

Q. Please provide an overview of the Company’s SBC filing. 2 

A. On May 7, 2007, PSE&G filed a Motion requesting the following changes in the 3 

components of its electric SBC rates: 4 

 5 

 Current Rate 
(Cents per kwh) 

Proposed Rate 
(Cents per kwh) 

Rate Impact 
($000) 

NGC-NUG 0.1227 0.1500 $13,140 

Social 0.0669 0.1206 $25,847 

EE&RE 0.2689 0.2934 $11,793 

Total Impact    $50,780 

 6 

The Company’s initial filing would have resulted in a total electric 7 

increase of $50.78 million or 0.85% on a class average residential electric 8 

customer, based upon the delivery rates and Basic Generation Service Fixed 9 

Pricing (“BGS-FP) in effect at the time of the filing. 10 

With regard to its gas SBC, the Company proposed to reset its EE&RE 11 

rate from 1.8643 to 2.4120 cents per therm.  The Company’s initial gas SBC 12 

filing resulted in a net gas increase of $17.29 million or approximately 0.41% on a 13 

class average residential gas customer compared to rates effective May 1, 2007. 14 

It should be noted that the Company’s filing did not include any claims 15 

relating to the Remediation Adjustment Clause (“RAC”).  In a footnote to its 16 

original Petition on page 9, the Company indicated that “The SBC components 17 
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addressed in the Petition exclude RAC and the permanent USF, since the Board 1 

addresses those clauses in separate proceedings.” 2 

  3 

Q. What are the electric rate changes that are now being proposed by the 4 

Company, based on the October 17, 2007 update? 5 

A. Based on the October 17, 2007 update, which reflects actual results through 6 

August 31, 2007 and projections through December 31, 2007, the Company is 7 

requesting the following rate changes to its electric SBC: 8 

 9 

 Current Rate 
(Cents per kwh) 

Revised Rate 
(Cents per kwh) 

Rate Impact 
($000) 

NGC-NUG 0.1227 0.2317 $52,465 

Social 0.0669 0.1198 $25,462 

EE&RE 0.2689 0.2936 $11,889 

Total Impact    $89,816 

 10 

 The proposed $89.8 million increase will result in an average residential electric 11 

bill increase of 1.35%. 12 

 13 

Q. What are the gas rate changes that are now being proposed by the Company, 14 

based on the October 17, 2007 update? 15 

A. PSE&G is now proposing a revised EE&RE rate of 2.3933 cents per therm, which 16 

reflects a decrease from the 2.4120 originally filed.  The new EE&RE rate will 17 
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increase overall gas rates by $16.7 million, or 0.39% for a class average 1 

residential gas customer. 2 

 3 

Q. Are you recommending any modifications to the Company’s filing? 4 

A. Yes, I am recommending one rate adjustment, relating to the Company’s claim for 5 

lost revenues.  In addition, while I am not opposed to the Company’s proposal to 6 

implement an NGC rate of 0.2317 cents per kwh, PSE&G should be prohibited 7 

from earning any interest on future under-recoveries until such time as it complies 8 

with BPU directives regarding mitigation efforts.  Finally, the SBC should 9 

ultimately be adjusted, as necessary to reflect the outcome of the issues being 10 

litigated in Docket Nos. EX02060363 and EA02060366. 11 

 12 

Q. Has the Company included lost revenues relating to Standard Offer 13 

programs in its filing? 14 

A. Yes, it has.  PSE&G included an electric lost revenue credit to ratepayers 15 

(negative expense) of ($31,215) in its original filing and a claim for lost revenues 16 

associated with Standard Offer gas programs of $1,592,253.  These amounts were 17 

updated to reflect a lost revenue claim of $133,809 in the Company’s electric 18 

SBC filing and a gas claim of $1,619,966. 19 
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Q. To which time period do these lost revenue claims relate? 1 

A. In its electric SBC, it appears that the entire claim of $133,809 relates to periods 2 

prior to June 1, 2006.  According to page 19, lines 10-15, of Mr. Schirra’s 3 

testimony of May 7, 2007,  4 

As of August 1, 2003, when new electric base rates went into effect, the 5 
Company no longer records electric lost revenues for the Standard Offer 6 
program savings from the existing agreements produced after July 2003, 7 
since they are now incorporated in the new base rates.  The lost revenue 8 
activity shown in Schedule GWS-4-A, Column B is lost revenue recorded 9 
for energy savings invoiced in the current month when the actual savings 10 
occurred prior to August 2003. 11 
 12 

 With regard to lost revenues associated with gas Standard Offer programs, 13 

Mr. Schirra went on to state that, 14 

New gas base rates were last put into effect on November 9, 2006.  Prior 15 
to this most recent change new gas base rates were put in effect on January 16 
9, 2002.  The activity shown in Schedule GWS-4-B, Column B is the lost 17 
revenue recorded for gas energy savings projects that were completed 18 
during (partial reflection in base rates), or subsequent to, the 2002 Gas 19 
Base Case test year and prior to the latest Gas Base Rate change on 20 
November 9, 2006.1 21 
 22 

Q. Was the issue of lost revenues addressed in the Company’s last SBC 23 

proceeding? 24 

A. Yes, it was.  In that case, the Company also contended, as it is doing here, that 25 

much of its claim for lost revenues related to revenues that were lost in earlier 26 

periods, but which for whatever reason had not been recorded, or had been 27 

recorded incorrectly, in those periods.  In spite of concerns about the Company’s 28 

recording of lost revenues, Rate Counsel did not make any adjustment to 29 

PSE&G’s lost revenue claims in the last case.  However, in that case, the issue of 30 

                                                 
1 Testimony of Mr. Schirra, page 20, lines 1-6. 
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lost revenues up to and including June 1, 2006 was deemed resolved.  1 

Specifically, the Settlement Agreement in that case, which was approved by the 2 

Board, states that, 3 

The Parties agree that the Company’s actual costs and expenditures 4 
through May 31, 2006, as set forth in its Motion and its Third Update, are 5 
reasonable and prudent, and appropriately recovered through the electric 6 
SBC/NTC and gas SBC.  The Parties further agree that the forecasts of 7 
costs and revenues for the electric SBC/NTC and gas SBC and the actual 8 
results for these items, including the appropriateness of any claimed lost 9 
revenues, from June 1, 2006 forward, will be reviewed in the Company’s 10 
next SBC and NTC filing.2 11 
 12 
Therefore, the issue of lost revenues prior to June 1, 2006 was fully 13 

addressed and resolved in the last case.  The Settlement Agreement specifically 14 

gave the Company the right to seek recovery of revenues lost “from June 1, 2006 15 

forward”.  However, in my opinion, any claim relating to lost revenues for prior 16 

periods was resolved in BPU Docket No. GR05080686, and the Company should 17 

not be permitted to seek additional recovery of lost revenues relating to these 18 

prior periods in this case. 19 

 20 

Q. How much of the Company’s claim in this case relates to lost revenues for 21 

periods before June 1, 2006? 22 

Q. Most, if not all, of the Company’s claim relates to these earlier periods and 23 

therefore should be disallowed.  As noted above, the Company is no longer 24 

recording lost revenues associated with electric Standard Offer programs.  25 

Therefore, all of its electric claim in this case relates to adjustments for periods 26 

prior to June 1, 2006.  As stated above, adjustments for prior periods were also 27 

                                                 
2 Settlement Agreement in BPU Docket No. GR05080686, page 5.  The March 6, 2007 Order also 
provided that the NTC shall be renamed the Non-utility Generation Charge, or “NGC.” 
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included in the Company’s last SBC case.  New electric base rates went into 1 

effect on August 1, 2003, over four years ago.  One questions how long the 2 

Company should be permitted to make adjustments relating to these prior periods, 3 

particularly when the BPU has already approved revenues and expenditures, 4 

including lost revenues, for periods up to June 1, 2006. 5 

  With regard to PSE&G’s claim for lost revenues associated with gas 6 

Standard Offer programs, at least $1,441,708 of its claim relates to adjustments 7 

for periods prior to June 1, 2006, as discussed in the response to RCR-28.  The 8 

additional $178,258 of lost revenues included in the Company’s filing, some of 9 

which was first claimed in the October 17th update, may pertain to additional prior 10 

period adjustments or may relate to lost revenues occurring after June 1, 2006.  In 11 

any event, I am also recommending that these claims be denied for the reasons 12 

discussed below. 13 

 14 

Q. What is the basis for your recommendation that the remaining $178,258 be 15 

disallowed at this time? 16 

A. To the extent that these lost revenues relate to adjustments for periods prior to 17 

June 1, 2006, they should be disallowed on the basis that these periods were fully 18 

addressed and resolved in the Settlement Agreement in BPU Docket No. 19 

GR05080686.   20 

The Settlement Agreement in that docket did provide the Company with 21 

the opportunity to request recovery of lost revenues for later periods in the current 22 

filing.   However, the Company did not provide any documentation in support of 23 



The Columbia Group, Inc.  BPU Docket No. ER07050303 and GR07050304 

 13 
 

 

this additional $178,258.  In addition, PSE&G did not demonstrate that any 1 

claims for recovery after June 1, 2006 were permissible given the lost revenue 2 

earnings limits.   As discussed in the response to RCR-28, PSE&G reduced its 3 

2004 and 2005 lost revenue claims due to the earnings limitation.  However, it did 4 

not provide any information about how the earnings limit may impact on 2006 5 

and 2007 lost revenues.  Thus, at the present time, there is insufficient 6 

documentation to support the additional $178,258 in lost revenues.   7 

 8 

Q. Turning to the issue of NUG mitigation, has PSE&G filed annual reports 9 

with the BPU on its mitigation efforts? 10 

A. No, it has not.  Pursuant to the April 22, 2004 Board Order in Docket No. 11 

ER02050303, et al. at page 16, PSE&G agreed to file annual updates on its efforts 12 

to mitigate NUG contract costs.  In response to S-PS-NUG-1, the Company 13 

acknowledged that no annual updates have been filed.  The Company attempted 14 

to explain its failure to file annual updates by stating that there have been no 15 

successful mitigation efforts since negotiations with Edgeboro and Wheelabrator 16 

were terminated on April 28, 2004 and May 14, 2004 respectively.  However, the 17 

fact that mitigation efforts have not been successful is no rationale for the 18 

Company’s failure to file the required annual report.  Perhaps even more 19 

disturbing, it appears from the Company’s response that it has not even attempted 20 

to negotiate any mitigation of its NUG contracts over the past three years. 21 
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Q. What do you recommend? 1 

A. Given the Company’s failure to comply with the BPU’s requirements to continue 2 

to attempt to mitigate costs from NUG contracts and file the required annual 3 

report, I recommend that the BPU suspend the application of two-way interest on 4 

NGC under-recoveries until such time as the Company demonstrates that a) it is 5 

in compliance with the requirement to file annual reports and b) it is continuing to 6 

attempt to mitigate existing contracts.  While I recognize that such mitigation 7 

efforts may not be successful, PSE&G has an obligation to continue to work 8 

toward successful mitigation and to report on its negotiations annually. 9 

 10 

   Q. Has the Company included any interest on under-recoveries in its actual 11 

results through August 31, 2007? 12 

A. No, it has not.  From June 1, 2006 through August 31, 2007, the Company’s NGC 13 

has been over-recovered, and therefore interest has been credited to ratepayers 14 

during this period.  However, the Company is projecting an NGC under-recovery 15 

to occur in the fourth quarter of 2007.  To the extent that the NGC is under-16 

recovered, either during the fourth quarter of 2007 or during 2008, PSE&G should 17 

not be permitted to charge ratepayers interest on the under-recovery until such 18 

time as it demonstrates compliance with the BPU’s directives regarding 19 

mitigation. 20 
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Q. Do the SBC rates recommended by Rate Counsel include any estimated costs 1 

and recoveries? 2 

A. Yes, they do.  In its most recent update, the Company provided actual results 3 

through August 31, 2007 and projections for the remaining four months of the 4 

year.  In addition, PSE&G’s update included projected costs and recoveries for 5 

2008.  All estimates included in this filing for periods after August 31, 2007 6 

should be subject to true-up in the Company’s next SBC filing. 7 

 8 

Q. Do you have any additional comments? 9 

A. Yes, I do.  The Phase II audit of the Company’s deferred balances, including the 10 

MTC, is currently pending before the BPU.   Outstanding issues relating to the 11 

Phase II audit are currently being litigated in a consolidated proceeding 12 

addressing BPU Docket Nos. EX02060363 and EA02060366.  In that proceeding, 13 

the Board is considering whether PSE&G has calculated the MTC deferred 14 

balance correctly or whether ratepayers are due an additional refund because 15 

PSE&G has incorrectly calculated the MTC over-recovery.  The Company and 16 

Rate Counsel have filed written comments to the Board in that proceeding setting 17 

out their respective positions.  Moreover, a schedule for evidentiary hearings has 18 

now been established in that case, although the Office of Administrative Law 19 

(“OAL”) has not yet established dates for the prefiling of testimony.   Rate 20 

Counsel asserts that ratepayers are due an additional MTC refund, plus accrued 21 

interest, while PSE&G contends that no further amounts are due to ratepayers.  22 

The disparity arises from a dispute about various components of the Company’s 23 
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methods in calculating the MTC over-recovery.  Since the parties have provided 1 

their detailed comments to the Board on that issue already, and will shortly file 2 

testimony on the issues at the OAL, it is not necessary to relitigate this issue in 3 

this instant docket.  However, once the Board reaches a decision on the MTC 4 

amount and the correct deferred balance calculation methods in that proceeding, 5 

then I recommend that the SBC be adjusted, as necessary, to reflect that decision.  6 

Assuming that this SBC proceeding is resolved prior to resolution of Docket Nos.  7 

EX02060363 and EA02060366, then any adjustments should be reflected in the 8 

Company’s next SBC filing. 9 

 10 

Q. Does this conclude your testimony? 11 

A. Yes, it does. 12 
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